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WARNING 


This document contains classifted tnformation affecting the national 
security of the United States within the rheaning: of the espioniyre 
laws, US Code, Tithe 18, Sections 793, 794, and 798. ‘The law prohibits 
its transmission or Che revelation of its contents in any manner to 
anounauthorized person as welbias iis use in any manner prejudice itl 
to the safety or iiterest of Vie United States or fot the benefit of any 
forcign foverntnent to the detriment of the United States, 


THIS DOCUMENT MUST BE KEPT IN COMMUNICATIONS 
INTELLIGENCE CHANNELS AT ALL THAMES 


Th is to he ceen anty by US personnel especiilly Indoetrinated 
and authorized fo reecive COMMUNICATIONS INTELLIGENCE 
information, iis security must be moaintsined In accordance with 
COMMUNICATIONS INTELLIGENCE REGULATIONS. 

Nooaclion is to be taken on any COMMUNICATIONS INTELL]- 
GENCE which may be contained herein, regardless of the advantapes 
to be pained, undess such action is first approved by the Director 
of Central Intelligence. 
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Merttorattduit to Holders of Antex to Economic Intelligence Weekly, 
Saudis Shifting Foretyn Holdings, SC No. 05900/74, 24 April 1974 


Becitise of a printing error, a portion of the paragraph following the 
table dit page | vs otiitted. The paragraph should read as follows: 


In response to the cuitrent tndssive buildup of funds — holdings are 
rising abot $1.4 billion tronthly - King Faysal apparently has decided 
to perilt the Saudi Arabian Monetary Agency (SAMA) to substantialty 
diversify {ts investiients, Acting through US and foreign banks. SAMA plans 
to spend Up to $1 billion on forelen equittes. At lease $160 million has 
been edrmarked jor purcliises in the US stock market. SAMA apparently 
plans to avold speculative stécks, concentrating on blue-chip cortipaties with 
stiperior prowth poteittal. 
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SAUDIS SHIFTING FOREIGN HOLDINGS 


A dramatic shift in Saudi Arabia's investment policy is under way. 
Sotirces indicate that Riyadh has decided to invest fieavily in foreign 
equities ~- particularly US stocks - and in direct loans to European public 
agencies, Loans to ittternational organizations will also sharply incredse. 


Saudi Attbia's investment policy fas traditionally been the most 
conservative in the Middie East. Riyadh essentially viewed its foreign tissets 
is money ford rainy day. At the end of 1973, nearly 80% of Saudi holdings 
consisted of liquid assets; less than 15% was int equitles and real estate. 
Credits were extended to few cotrtries other that Epypt. Syria, and Jordan. 


Composition of Saudi Atabia's Official Foreigit Assets 
31 December 1973 


a i a a 


Percent 
Gold and teserve position in the IMF 5 
Other foreign reserves 80 
Bunk deposits 65 
Highly liquid (current and call accounts) 40 
Relatively liquid (time accounts and 
certificates of deposit) 35 
Treasury stock and bonds 10 
Selected notes and luans 5 
Other foreign assets, including equities 
and real estate 15 
Million US $ 
Total foreign assets 4,675 


In response to the current massive buildup of funds ~ holdings are 
rising about $1.4 billion monthly ~ King Faysal apparently has decided 
to permit the Saudi Arabian Monetary Agency (SAMA) to substantially 
diversify its investments. Acting through US and foreign banks, SAMA plans 
to spend up to $1 billion on foreign purchases in the US stock market. 
SAMA apparently plans to avoid speculative stocks. concentrating on 
blue-chip cottpanies with superior growth potential. 


During the first quarter of this year, the Saudis invested about $1.2 
billion in povernment-guaranteed loans to French public agencies and in 
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Hritish treasury bills. These investinents getterally were made through bunks 
to stiroud Saudi participation. 


King Faysal also seetts willing to chatinel tore Saudi investments to 
international orgunizations. During the recent visit of IMF Managing Director 
Wittevecn, the Suttdis igreed to participate in proposed new Fund 
‘rrangetments to finatice oll-induced paytients deficits. Further lending to 
the World Bank and increused conttibtitlons to specialized UN agencies 
active in the less developed world ate also contemplated. 


The shift in Saudi investnents towdrd longer term holdings will 
facilitate the recycling of off producers! funds to oll-inporting countries 
because these countries ate Interested in the long-term commitment of the 
futnds, 


At the same tite, the concentration of the investinents in the United 
Kingdom, the United States, and a few other developed countries poses 
problems. Itcreasing Atub oWhership of dotestic fnanelal instruments -- 
partictilarly equities - will heighten concern about foreign control of 
important industries. Even if off prices decline substantially from current 
levels, the Atubs will have vast potential to buy up major companies 
worldwide. In addition. couttries will experience some deterioration in their 
international trade competitiveness if the Inflow dif Arab funds exceeds their 
borrowing needs. The United Kingdom and the United States. in particular, 
could see their currencies tppteciating as a consequence of capital inflows, 
even though their trade balances were deteriorating. 
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